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Most important 
economic 

competition 
with Indiana, 

Ohio, Tennessee



High‐level state comparisons
of government size, revenues, and expenditures
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About 10% of Kentucky�s GSP 
accounted for by State and Local 

Governments, below only West Virginia
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Kentucky total = $20.2 billion, 
of which state government 
accounts for $13.7 billion
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Family �Tax Burdens�
Annual Washington DC Mayor�s office study of family tax burdens in largest city in each 
state.

Assumes two wage earners, one school age child, with earning split 70/30 among adults.

Looks at major state and local taxes on families with gross incomes of $25,000, $50,000, 
$75,000, $100,000, $150,000.

Considers income, sales, real property, automobile taxes and fees. Includes local sales taxes, 
occupational taxes. Estimates local housing values, car values for each income bracket.

Does not take account of deductibility of tax payments on federal income tax.

Largest �City� in each state is defined as largest municipality, not metro area�..

�..so, we can compare the City of Louisville to Charleston, Chicago, 
Columbus, Indianapolis, Kansas City, Memphis, and Virginia Beach.
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Income 
Taxes

Sales 
Taxes

Property 
Taxes

Automobile 
Taxes

Louisville 3rd highest among 
border states, 7th highest 

among all states.

Primary cause is high state income tax.

Note Memphis/Nashville has 
$3,000 advantage due to no 

state or local income tax.
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KY looks midwestern, similar to OH, 
IN, IL; all fairly high tax states.

TN, VA, WV are low tax states.



Income 
Taxes

Single Joint Single 
Illinois No 3% of federal n.a n.a $2,000 

adjusted gross income
with modification

Indiana (x) No 3.4% of federal n.a n.a $1,000 
adjusted gross income
with modification

Kentucky (x,s) No 2% > $0 $2,100 (n) $2,100 (n) $ 20 (c)
3% > $3,000
4% > $4,000
5% > $5,000
5.8% > $8,000
6% > $75,000

Missouri (x,s) Yes (p) 1.5% > $0 $5,450 (o) $10,900 (o) $2,100 
2% > $1,000
2.5% > $2,000
3% > $3,000
3.5% > $4,000
4% > $5,000
4.5% > $6,000
5% > $7,000
5.5% > $8,000
6% > $9,000

Ohio (x,s) No 0.587% > $0 n.a n.a $1,450 (e) (n)
1.174% > $5,000
2.348% > $10,000
2.935% > $15,000
3.521% > $20,000
4.109% > $40,000
4.695% > $80,000
5.451% > $100,000
5.925% > $200,000

Tennessee No 6% > $0 (f) n.a n.a $1,250 
Virginia (s) No 2% > $0 $3,000 $6,000 $930 

3% > $3,000
5% > $5,000
5.75% > $17,000

West Virginia (s) No 3% > $0 n.a n.a $2,000 
4% > $10,000
4.5% > $25,000
6% > $40,000
6.5% > $60,000

State Individual Income Tax Rates, 2009
Local Rates Excluded

As of July 1, 2009
(2009’s noteworthy changes in bold)

State

Federal 
Deduct-
ibility 

Marginal Rates and Tax 
Brackets for Single Filers (a)

Standard Deduction Personal Exem

Hard to figure 
out ultimate tax 
burden from tax 
rate schedules



TAXSIM (National Bureau of Economic Research) Results � Kentucky and Border States, 
2008

Household income: $25,000, $75,000, $135,000
‐ two income earners filing jointly
‐ plus $0, $2,000, $5,000  in non‐wage income
‐ two dependents
‐ $1,000 to $2,000 property taxes paid
‐ $5,000 to $8,000 in mortgage interest, charitable deductions

Report State Income Tax Liability for each state

Income Taxes ‐ simulated
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Source: National Bureau of Economic Research, TAXSIM, version 9, using reasonable assumptions about  dependents (2) spouse 
income, property income, mortgage payments, property taxes, charitable donations.

Kentucky 
highest at 

$75,000; second 
highest 

elsewhere

Note � for 
$75,000 income, 

major tax 
differences 
($1,300 to 

$3,500) with 
most important 

borders � IN, 
OH, TN

Moreover, most 
Kentuckian 

households also 
pay an 

occupational tax 
(2.20% in 
Louisville)



Sales‐based Taxes



Illinois, Indiana, Ohio, Tennessee and Missouri higher than Kentucky, 
only Virginia lower.

All border states except WV have local option sales taxes.
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Property‐based Taxes
from 2005‐07 American Community Survey

US Census Bureau

Households report real estate taxes, home value, income.
Estimates only available for more populated counties.









C ity , C ou n ty  
G ove r n m e n ts , 

Sp e c ia l 
D is tr ic ts

Sc h ool 
D is tr ic ts

A ll L oc a l 
G ove rn m e n ts

Il l ino is 1 8 .9 % 4 7 .8 % 3 0 .9 %

Ind ia na 1 9 .2 % 3 1 .5 % 2 3 .8 %

K entu ck y 1 0 .3 % 2 4 .4 % 1 6 .3 %

M issou ri 1 2 .9 % 3 5 .5 % 2 2 .5 %

O hio 1 4 .4 % 3 9 .4 % 2 4 .8 %

T e nne ssee 1 5 .2 % 1 5 .1 %

V irgin ia 2 9 .1 % 2 9 .0 %

W e st  V irgin ia 1 6 .4 % 2 8 .5 % 2 2 .9 %

U nite d  S ta te s 1 9 .0 % 3 4 .3 % 2 3 .6 %
So urce: U S C ensus B ureau, G o vernm ental F inances

Sh a re  of T ota l R e ve n u e s  from  L oc a l P rop e r ty  T a x e s , F Y 0 7

Very low 
reliance on 
property taxes 
for local 
governments 
and public 
schools.
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year over year by quarter, 1980 to 2009

Source: Federal Housing Finance Administration, index of  prices of single‐
family homes in repeat sales.

House Bill 44: annual cap of 4% on property tax revenues to schools, 
cities, counties, state, other jurisdictions in Kentucky.

Several periods 
where schools 

would�ve seen extra 
�local effort� :

1986‐1988
1994‐1995
2000‐2001
2004‐2006



Education Spending
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If Kentucky moved to the 
Tennessee share (40%), it would 

free up $650 million more of 
state funds annually, or 19% of its 

current contribution. 
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equal support

Among border states, 
Kentucky has 5th highest state 
expenditure per student, but 
last in local expenditure (and 

40th out of 50 states).



In summary, it appears that ��.

!Kentucky has high concentration of government jobs

!Kentucky centralizes public finances at state level relative to local level

!Family tax burdens in Kentucky are high, primarily due to state income tax

!Kentucky less reliant on sales tax revenues, at both state and local levels

!Kentucky less reliant on property taxes, thus decreasing local support for schools

!Kentucky funds local schools through state taxes more than any 
bordering state except WV
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